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AN ACT relating to the Kentucky clinical health trials fund and making an appropriation therefor.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

Section 1.   KRS 304.17B-021 is amended to read as follows:

(1)
(a)
The Kentucky clinical health trials fund is hereby created as a separate trust fund in the State Treasury. This fund shall consist of amounts received under this section, and shall be administered by the Governance Board of the Kentucky Clinical Health Trials Project.

(b)
Moneys in the Kentucky clinical health trials fund shall be used only for the purpose of funding of clinical health trials at public universities having a college or school of medicine which operate clinical health trials, and are hereby appropriated for that purpose.

(c)
The Kentucky clinical health trials fund shall be funded from the following sources:

1.
Appropriations from the General Assembly;

2.
Annual assessments from supporting insurers imposed pursuant to this section and assessed by the Department of Insurance;

3.
Gifts, grants, or other voluntary contributions; and

4.
Interest or other earnings on the investment of the moneys held in the account.

(d)
Any interest earnings of the fund shall become a part of the fund and shall not lapse.

(e)
Notwithstanding KRS 45.229, fund amounts not expended at the close of a fiscal year shall not lapse but shall be carried forward into the next fiscal year.

(f)
The department may promulgate administrative regulations to administer the provisions of this subsection.

(2)
[In addition to the other powers enumerated in KRS 304.17B-001 to 304.17B-031, ]The department shall assess insurers in the amounts specified in this section. All amounts collected from the assessment shall be deposited into the Kentucky clinical health trials fund[used for the purpose of funding GAP losses and Kentucky Access].

(3)
(a)
The amount of the assessment for each calendar year shall be as follows:

1.
From each stop-loss carrier, an amount that is equal to two dollars ($2) upon each one hundred dollars ($100) of health insurance stop-loss premiums; and

2.
From all insurers, one-half of one percent (0.5%) of the total amount of all health benefit plan premiums earned during the prior assessment period and paid by all insurers who received any of the health benefit plan premiums on which the annual assessment is based.
[(a)
The amount of the assessment for each calendar year shall be as follows:

1.
From each stop-loss carrier, an amount that is equal to two dollars ($2) upon each one hundred dollars ($100) of health insurance stop-loss premiums;

2.
From all insurers, an amount based on the total amount of all health benefit plan premiums earned during the prior assessment period and paid by all insurers who received any of the health benefit plan premiums on which the annual assessment is based. The percentage rate used for the annual assessment shall be the same percentage rate as calculated in the GAP risk adjustment process for the six (6) month period of July 1, 1998, through December 31, 1998;

3.
If determined necessary by the department, a second assessment may be assessed in the same manner as the annual assessment in subparagraph 2. of this paragraph; and

4.
In no event shall the sum of the first assessment provided for in subparagraph 2. of this paragraph and the second assessment provided for in subparagraph 3. of this paragraph be greater than one percent (1%) of the total amount of all assessable health benefit plan premiums earned during the prior assessment period.
(b)
The first assessment shall be for the period from January 1, 2014[2000], through December 31, 2014[2000], and shall be paid on or before March 31, 2015[2001]. Subsequent annual assessments shall be paid on or before March 31 of the year following the assessment period.

(4)[(2)]
Every supporting insurer shall report to the department, in a form and at the time as the department may specify, the following information for the specified period:

(a)
The insurer's total stop-loss premiums and health benefit plan premiums in the individual, small group, large group, and association markets; and

(b)
Other information as the department may require.

[(3)
As part of the assessment process, the department shall establish and maintain the Kentucky Access fund. All funds shall be held at interest, in a single depository designated in accordance with KRS 304.8-090(1) under a written trust agreement in accordance with KRS 304.8-095. All expense and revenue transactions of the fund shall be posted to the Management Administrative Reporting System (MARS) and its successors.

(4)
The Kentucky Access fund shall be funded from the following sources:

(a)
Premiums paid by Kentucky Access enrollees;

(b)
The funds designated for Kentucky Access in the Kentucky Health Care Improvement fund;

(c)
Appropriations from the General Assembly;

(d)
All premium taxes collected under KRS Chapter 136 from any insurer, and any retaliatory taxes collected under KRS 304.3-270 from any insurer, for accident and health premiums that are in excess of the amount of the premium taxes and retaliatory taxes collected for the calendar year 1997;

(e)
Annual assessments from supporting insurers;

(f)
A second assessment from supporting insurers;

(g)
Gifts, grants, or other voluntary contributions;

(h)
Interest or other earnings on the investment of the moneys held in the account; and

(i)
Any funds remaining on January 1, 2001, in the guaranteed acceptance program account may be transferred to the Kentucky Access fund.

(5)
The department shall determine on behalf of Kentucky Access the premiums, the expenses for administration, the incurred losses, taking into account investment income and other amounts needed to satisfy reserves, estimated claim liabilities, and other obligations for each calendar year. The department shall also determine the amount of the actual guaranteed acceptance program plan losses for each calendar year. The department shall assess insurers as follows:

(a)
On or before March 31 of each year, the amount set forth in subsection (1)(a)1. and (1)(a)2. of this section.

(b)
If the amount of actual guaranteed acceptance program plan losses exceeds the assessment provided for in paragraph (a) of this subsection, a second assessment shall be authorized under subsection (1)(a)3. of this section. If the amount of GAP losses exceeds the assessments provided under subsection (1)(a)1., subsection (1)(a)2., and subsection (1)(a)3. of this section, moneys received and available from the Kentucky Health Care Improvement Fund after the department determines available funding for Kentucky Access for the current calendar year pursuant to subsection (6) of this section, shall be used to reimburse GAP participating insurers for any actual guaranteed acceptance program losses. If the amount of GAP losses exceeds the amount in the Kentucky Health Care Improvement Fund after reserving sufficient funds for Kentucky Access for the current year, each GAP participating insurer shall be reimbursed up to the amount of its proportional share of actual guaranteed acceptance program plan losses from the fund. Effective for any assessment on or after January 1, 2001, in calculating GAP losses, total premiums and total claims of the GAP participating insurer shall be used. Actual guaranteed acceptance program losses shall be calculated as the difference between the total GAP claims and the total GAP premiums on an aggregate basis.

(c)
If GAP losses are fully covered by the assessment process provided for in subsection (1)(a)1. and (1)(a)2. of this section and the second assessment provided for in subsection (1)(a)3. of this section is not necessary to cover GAP losses, and as determined by the department using reasonable actuarial principles Kentucky Access funding is needed, a second assessment provided for in subsection (1)(a)3. of this section shall be completed.

(6)
After the end of each calendar year, GAP losses shall be reimbursed only after the department determines that appropriate funding is available for Kentucky Access for the current calendar year. GAP losses shall be reimbursed after reserving sufficient funds for Kentucky Access.

(7)
With respect to a GAP participating insurer who reasonably will be expected both to pay assessments and to receive payments from the assessment fund, the department shall calculate the net amount owed to or to be received from the fund, and the department shall only collect assessments for or make payments from the fund based upon net amounts.

(8)]
Insurers paying an assessment may include in any health insurance rate filing the amount of these assessments as provided for in Subtitle 17A of this chapter.

(6)[(9)]
Insurers shall pay any assessment amounts authorized in this section[KRS 304.17B-001 to 304.17B-031] within thirty (30) days of receiving notice from the department of the assessment amount.

[(10)
Any surpluses remaining in the Kentucky Access fund after completion of the assessment process for a calendar year shall be maintained for use in the assessment process for future calendar years and such funds shall not lapse. The general fund appropriations to the Kentucky Access fund shall not lapse.]
(7)[(11)]
Assessments on health benefit plan premiums that are required under this section[KRS 304.17B-001 to 304.17B-031] shall not be applied to premiums received by an insurer for state employees, Medicaid recipients, Medicare beneficiaries, and CHAMPUS insureds.

[(12)
The department shall direct that receipts of Kentucky Access be held at interest, and may be used to offset future losses or to reduce plan premiums in accordance with the terms of KRS 304.17B-001 to 304.17B-031. As used in this subsection, "future losses" may include reserves for incurred but not reported claims.]
(8)[(13)]
The department shall conduct examinations of insurers and stop-loss carriers reasonably necessary to determine if the information provided by the insurers or stop-loss carriers is accurate.

(9)[(14)]
The insurer, as a condition of conducting health insurance business in Kentucky, shall pay the assessments specified in this section[KRS 304.17B-001 to 304.17B-031].

(10)[(15)]
The stop-loss carrier, as a condition of doing health insurance business in Kentucky, shall pay the assessments specified in this section[KRS 304.17B-001 to 304.17B-031].

SECTION 2.   A NEW SECTION OF SUBTITLE 17B OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
The Kentucky clinical health trials fund, established in Section 1 of this Act, shall be used to finance the Kentucky Clinical Health Trials Project described in subsection (5) of this section. No revenues from the Kentucky clinical health trials fund shall be allocated until the board has adopted the strategic plan described in subsections (5) and (6) of this section.

(2)
A research consortium between the University of Kentucky and the University of Louisville is created and shall be known as the Governance Board of the Kentucky Clinical Health Trials Project. The consortium shall be attached to the Council on Postsecondary Education for administrative purposes.

(3)
The board shall consist of nine (9) members appointed by the Governor as follows:

(a)
Two (2) members shall be from the faculty of the School of Medicine at the University of Kentucky;

(b)
Two (2) members shall be from the faculty of the School of Medicine at the University of Louisville;

(c)
Two (2) members shall be from the Council on Postsecondary Education; and

(d)
Three (3) members shall be from the state at large, one (1) of whom shall be appointed as chair by the Governor.

(4)
The terms of the members shall be for four (4) years and until their successors are appointed and confirmed. A vacancy on the board shall be filled for the remainder of the unexpired term in the same manner as the original appointment. Members may be reappointed.

(5)
The Governance Board of the Kentucky Clinical Health Trials Project shall develop and oversee the implementation of a twenty (20) year strategic plan that utilizes the resources of Kentucky's teaching universities in establishing the Kentucky Clinical Health Trials Project. The project shall be designed to:

(a)
Develop an expertise in the area of cutting edge health trials;

(b)
Establish a statewide clinical trials network to make university-based clinical trials available to the community physician in order to bring the most innovative treatments to all Kentuckians; and

(c)
Undertake other initiatives consistent with the strategic plan.

(6)
The strategic plan shall identify both short-term and long-term goals and the appropriate oversights to measure progress toward achievement of those goals. The strategic plan shall be updated every two (2) years.

(7)
The Governance Board of the Kentucky clinical health trials fund shall submit an annual report to the Governor and the Legislative Research Commission by September 1 of each year for the preceding fiscal year, outlining its activities and expenditures.

(8)
The Auditor of Public Accounts, on an annual basis, shall conduct a thorough review of all expenditures from the Kentucky clinical health trials fund and, if necessary in the opinion of the Auditor, the operations of the Kentucky Clinical Health Trials Project and the Kentucky clinical health trials fund.

Section 3.   KRS 304.17A-250 is amended to read as follows:

(1)
The commissioner shall, by administrative regulations promulgated under KRS Chapter 13A, define one (1) standard health benefit plan. After July 15, 2004, insurers may offer the standard health benefit plan in the individual or small group markets. Except as may be necessary to coordinate with changes in federal law, the commissioner shall not alter, amend, or replace the standard health benefit plan more frequently than annually.

(2)
If offered, the standard health benefit plan may be available in at least one (1) of these four (4) forms of coverage:

(a)
A fee-for-service product type;

(b)
A health maintenance organization type;

(c)
A point-of-service type; and

(d)
A preferred provider organization type.

(3)
The standard health benefit plan shall be defined so that it meets the requirements of KRS 304.17B-021 for inclusion in calculating assessments[ and refunds] under Kentucky clinical health trials fund[Access].

(4)
Any health insurer who offers the standard health benefit plan may offer the standard health benefit plan in the individual or small group markets in each and every form of coverage that the health insurer offers to sell.

(5)
Nothing in this section shall be construed:

(a)
To require a health insurer to offer a standard health benefit plan in a form of coverage that the health insurer has not selected;

(b)
To prohibit a health insurer from offering other health benefit plans in the individual or small group markets in addition to the standard health benefit plan; or

(c)
To require that a standard health benefit plan have guaranteed issue, renewability, or pre-existing condition exclusion rights or provisions that are more generous to the applicant than the health insurer would be required to provide under KRS 304.17A-200, 304.17A-220, 304.17A.230, and 304.17A-240.

(6)
All health benefit plans shall cover hospice care at least equal to the Medicare benefits.

(7)
All health benefit plans shall coordinate benefits with other health benefit plans in accordance with the guidelines for coordination of benefits prescribed by the commissioner as provided in KRS 304.18-085.

(8)
Every health insurer of any kind, nonprofit hospital, medical-surgical, dental and health service corporation, health maintenance organization, or provider-sponsored health delivery network that issues or delivers an insurance policy in this state that directs or gives any incentives to insureds to obtain health care services from certain health care providers shall not imply or otherwise represent that a health care provider is a participant in or an affiliate of an approved or selected provider network unless the health care provider has agreed in writing to the representation or there is a written contract between the health care provider and the insurer or an agreement by the provider to abide by the terms for participation established by the insurer. This requirement to have written contracts shall apply whenever an insurer includes a health care provider as a part of a preferred provider network or otherwise selects, lists, or approves certain health care providers for use by the insurer's insureds. The obligation set forth in this section for an insurer to have written contracts with providers selected for use by the insurer shall not apply to emergency or out-of-area services.

(9)
A self-insured plan may select any third party administrator licensed under KRS 304.9-052 to adjust or settle claims for persons covered under the self-insured plan.

(10)
Any health insurer that fails to issue a premium rate quote to an individual within thirty (30) days of receiving a properly completed application request for the quote shall be required to issue coverage to that individual and shall not impose any pre-existing conditions exclusion on that individual with respect to the coverage. Each health insurer offering individual health insurance coverage in the individual market in the Commonwealth that refuses to issue a health benefit plan to an applicant or insured with a disclosed high-cost condition as specified in KRS 304.17B-001 or for any reason, shall provide the individual with a denial letter within twenty (20) working days of the request for coverage. The letter shall include the name and title of the person making the decision, a statement setting forth the basis for refusing to issue a policy, a description of Kentucky Access, and the telephone number for a contact person who can provide additional information about Kentucky Access.

(11)
If a standard health benefit plan covers services that the plan's insureds lawfully obtain from health departments established under KRS Chapter 212, the health insurer shall pay the plan's established rate for those services to the health department.

(12)
No individually insured person shall be required to replace an individual policy with group coverage on becoming eligible for group coverage that is not provided by an employer. In a situation where a person holding individual coverage is offered or becomes eligible for group coverage not provided by an employer, the person holding the individual coverage shall have the option of remaining individually insured, as the policyholder may decide. This shall apply in any such situation that may arise through an association, an affiliated group, the Kentucky state employee health insurance plan, or any other entity.

Section 4.   KRS 304.17B-001 is amended to read as follows:

As used in this subtitle, unless the context requires otherwise:

(1)
"Administrator" is defined in KRS 304.9-051(1);

(2)
"Agent" is defined in KRS 304.9-020;

(3)
"Assessment process" means the process of assessing Kentucky clinical health trials fund[ and allocating guaranteed acceptance program losses or Kentucky Access] funding as provided for in KRS 304.17B-021;

(4)
"Authority" means the Kentucky Health Care Improvement Authority;

(5)
"Case management" means a process for identifying an enrollee with specific health care needs and interacting with the enrollee and their respective health care providers in order to facilitate the development and implementation of a plan that efficiently uses health care resources to achieve optimum health outcome;

(6)
"Commissioner" is defined in KRS 304.1-050(1);

(7)
"Department" is defined in KRS 304.1-050(2);

(8)
"Earned premium" means the portion of premium paid by an insured that has been allocated to the insurer's loss experience, expenses, and profit year to date;

(9)
"Enrollee" means a person who is enrolled in a health benefit plan offered under Kentucky Access;

(10)
"Eligible individual" is defined in KRS 304.17A-005(11);

(11)
"Guaranteed acceptance program" or "GAP" means the Kentucky Guaranteed Acceptance Program established and operated under KRS 304.17A-400 to 304.17A-480;

(12)
"Guaranteed acceptance program participating insurer" means an insurer that offered health benefit plans through December 31, 2000, in the individual market to guaranteed acceptance program qualified individuals;

(13)
"Health benefit plan" is defined in KRS 304.17A-005(22);

(14)
"High-cost condition" means acquired immune deficiency syndrome (AIDS), angina pectoris, ascites, chemical dependency, cirrhosis of the liver, coronary insufficiency, coronary occlusion, cystic fibrosis, Friedreich's ataxia, hemophilia, Hodgkin's disease, Huntington's chorea, juvenile diabetes, leukemia, metastatic cancer, motor or sensory aphasia, multiple sclerosis, muscular dystrophy, myasthenia gravis, myotonia, open-heart surgery, Parkinson's disease, polycystic kidney, psychotic disorders, quadriplegia, stroke, syringomyelia, Wilson's disease, chronic renal failure, malignant neoplasm of the trachea, malignant neoplasm of the bronchus, malignant neoplasm of the lung, malignant neoplasm of the colon, short gestation period for a newborn child, and low birth weight of a newborn child;

(15)
"Incurred losses" means for Kentucky Access the excess of claims paid over premiums received;

(16)
"Insurer" is defined in KRS 304.17A-005(27);

(17)
"Kentucky Access" means the program established in accordance with KRS 304.17B-001 to 304.17B-031;

(18)
"Kentucky clinical health trials[Access] Fund" means the fund established in KRS 304.17B-021;

(19)
"Kentucky Health Care Improvement Authority" means the board established to administer the program initiatives listed in KRS 304.17B-003(5);

(20)
"Kentucky Health Care Improvement Fund" means the fund established for receipt of the Kentucky tobacco master settlement moneys for program initiatives listed in KRS 304.17B-003(5);

(21)
"MARS" means the Management Administrative Reporting System administered by the Commonwealth;

(22)
"Medicaid" means coverage in accordance with Title XIX of the Social Security Act, 42 U.S.C. secs. 1396 et seq., as amended;

(23)
"Medicare" means coverage under both Parts A and B of Title XVIII of the Social Security Act, 42 U.S.C. secs. 1395 et seq., as amended;

(24)
"Pre-existing condition exclusion" is defined in KRS 304.17A-220(6);

(25)
"Standard health benefit plan" means a health benefit plan that meets the requirements of KRS 304.17A-250;

(26)
"Stop-loss carrier" means any person providing stop-loss health insurance coverage;

(27)
"Supporting insurer" means all insurers, stop-loss carriers, and self-insured employer-controlled or bona fide associations; and

(28)
"Utilization management" is defined in KRS 304.17A-500(12).

Section 5.   KRS 304.17B-007 is amended to read as follows:

In its duties to operate and administer Kentucky Access, the department shall, through itself or designated agents:

(1)
Establish administrative and accounting procedures for the operation of Kentucky Access;

(2)
Enter into contracts as necessary;

(3)
Take legal action necessary:

(a)
To avoid the payment of improper claims against Kentucky Access or the coverage provided by or through Kentucky Access;

(b)
To recover any amounts erroneously or improperly paid by Kentucky Access;

(c)
To recover any amounts paid by the Kentucky Access as a result of mistake of fact or law;

(d)
To recover other amounts due Kentucky Access; or

(e)
To operate and administer its obligations under the provisions of KRS 304.17B-001 to 304.17B-031;

(4)
Establish, and modify as appropriate, rates, rate schedules, rate adjustments, premium rates, expense allowances, claim reserve formulas, and any other actuarial function appropriate to the administration and operation of Kentucky Access. Premium rates and rate schedules may be adjusted for appropriate factors, including, but not limited to, age and sex, and shall take into consideration appropriate factors in accordance with established actuarial and underwriting practices;

(5)
Establish procedures under which applicants and participants in Kentucky Access shall have an internal grievance process and a mechanism for external review through an independent review organization in accordance with this chapter;

(6)
Select a third-party administrator in accordance with KRS 304.17B-011;

(7)
Require that all health benefit plans, riders, endorsements, or other forms and documents used to administer Kentucky Access meet the requirements of Subtitles 12, 14, 17, 17A, and 38 of this chapter;

(8)
Adopt nationally recognized uniform claim forms in accordance with this chapter;

(9)
Develop and implement a marketing strategy to publicize the existence of Kentucky Access, including, but not limited to, eligibility requirements, procedures for enrollment, premium rates, and a toll–free telephone number to call for questions;

(10)
Establish and review annually provider reimbursement rates that ensure that payments are consistent with efficiency, economy, and quality of care and are sufficient to enlist enough providers so that care and services are available under Kentucky Access at least to the extent that such care and services are available to the general population. The department shall only authorize contracts with health care providers that prohibit the provider from collecting from the enrollee any amounts in excess of copayment amounts, coinsurance amounts, deductible amounts, and amounts for noncovered services;

(11)
Conduct periodic audits to assure the general accuracy of the financial and claims data submitted to the department and be subject to an annual audit of its operations;

(12)
Issue health benefit plans January 1, 2001, or thereafter, in accordance with the requirements of KRS 304.17B-001 to 304.17B-031;

(13)
Require a referral fee of fifty dollars ($50) to be paid to agents who refer applicants who are subsequently enrolled in Kentucky Access. The referral fee shall be paid only on the initial enrollment of an applicant. Referral fees shall not be paid on any enrollments of enrollees who have been previously enrolled in Kentucky Access, or for renewals for enrollees;

(14)
Bill and collect premiums from enrollees in the amount determined by the department;

(15)
Assess insurers and stop-loss carriers in accordance with KRS 304.17B-021;

(16)[
Reimburse GAP participating insurers for GAP losses pursuant to KRS 304.17B-021;

(17)]
Establish a provider network for Kentucky Access by developing a statewide provider network or by contracting with an insurer for a statewide provider network. In the event the department contracts with an insurer, the department may take into consideration factors including, but not limited to, the size of the provider network, the composition of the provider network, and the current market rate of the provider network. The provider network shall be made available to the third-party administrator specified in KRS 304.17B-011 and shall be limited to Kentucky Access enrollees.

(17)[(18)]
Be audited by the Auditor of Public Accounts;

(18)[(19)]
By administrative regulation, amend the definition of high-cost conditions provided in KRS 304.17B-001 by adding other high-cost conditions;

(19)[(20)]
The department shall report on an annual basis to the Interim Joint Committee on Banking and Insurance the separation plan pursuant to KRS 304.17A-080 for the division of duties and responsibilities between the operation of the Department of Insurance and the operation of Kentucky Access; and

(20)[(21)]
Any other actions as may be necessary and proper for the execution of the department's powers, duties, and obligations under KRS 304.17B-001 to 304.17B-031.

Section 6.   The following KRS section is repealed:

304.17B-023   Duties of GAP participating insurer and department to report and to provide information -- Payment of GAP losses -- Examination of insurers to determine accuracy of information provided.

Section 7.   Notwithstanding subsection (1) of Section 2 of this Act prohibiting expenditures of moneys in the Kentucky clinical health trials fund prior to the development of a 20-year strategic plan for the Kentucky Clinical Health Trials Project,  the Governance Board of the Kentucky clinical health trials fund shall disburse 50 percent of the moneys deposited in the fund in the first year following the effective date of this Act to the University of Louisville for the purpose of funding clinical health trials of the benefits of medical marijuana. 

Section 8.   Notwithstanding subsection (4) of Section 2 of this Act setting the terms of the members at four years, the initial appointments shall be for staggered terms, as follows:

(a)
Two members shall be appointed for one year;

(b)
Two members shall be appointed for two years;

(c)
Two members shall be appointed for three years; and

(d)
Three members shall be appointed for four years.

Section 9.   This Act shall take effect January 1, 2015.
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